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The large employer group health insurance market lacks a standardized
source for nationwide premium development information. California
regulations require issuers of these health insurance products to submit
rate filings to their regulator(s). This white paper summarizes key
statistics from six years of these filings.

Introduction

California enacted Assembly Bill 731 (AB 731)' to regulate large employer group health insurance premiums in
California. AB 731 requires large group issuers to submit annual rate filings to the Department of Managed Health
Care (DMHC) and the California Department of Insurance (CDI). The first rate filing was for large group plans with
effective dates in calendar year 2021. The bill is in line with the DMHC’s mission to protect healthcare consumers
and ensure a stable healthcare delivery system, and it aims to help the DMHC determine whether a large group rate
filing is reasonable.?

The associated filing requires large group issuers to disclose experience period claims, methodologies, factors, and
assumptions that were used to set projected premium rates, which DMHC accomplishes annually through a
standard rate filing template and supplemental filing documents.

Methodology

Given the nonstandardized nature of the supplemental rate filing documents, we limited our analysis to values
reported in the standard rate filing template. Issuers are required to submit two filings: one for blended or 100%
experience and one for 100% community. Given the significant overlap between the two filings, we limited the
analysis to the blended or 100% experience filings, except for issuers that only submitted a 100% community filing.

The totals across all issuers, as presented below, are aggregated based on total costs and membership by issuer.
In other words, issuers with higher costs and membership have a larger impact on the overall values reported
below. See Appendix A for a list of all issuers included and the total reported membership for 2024, the most recent
experience year.

For each metric, we only included issuers that submitted complete information, meaning no redacted or erroneous
data, as assessed by the authors.

1. The full text of the bill is available at https://leginfo.legislature.ca.gov/faces/bill TextClient.xhtml?bill_id=201920200AB731.
2. See https://www.dmhc.ca.gov/AboutUs.aspx.
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California large group rate filing results

2026 PREMIUMS BY PRODUCT

Figures 1 and 2 summarize 2026 premium information by product type:® health maintenance organization (HMO),
preferred provider organization (PPO), high-deductible health plan (HDHP), and other. The first three product
types collectively account for 99% of enrollee months. Both figures are weighted by total premiums and
membership across all issuers that submitted complete information. Figure 1 shows the most recently filed
premium levels before and after the rate change, which may include the impact of benefit changes in addition to
cost and utilization changes. Figure 2 shows the 2026 distribution of premiums by product among the
components of premium requested in the AB 731 filing.

FIGURE 1: PREMIUMS IN 2026 RATE FILING

% OF TOTAL PROJECTED

ENROLLEE PREMIUM PRIOR PREMIUM AFTER RATE 2026 MEMBER

PRODUCT MONTHS TO RATE CHANGE RATE CHANGE CHANGE MONTHS
HMO 79% $676.94 $729.11 7.7% 79,150,144
PPO 16% $749.74 $845.57 12.8% 15,977,540
HDHP 4% $594.18 $632.78 6.5% 3,625,528
Other 1% $770.52 $833.61 8.2% 1,632,494
Total 100% $687.06 $745.87 8.6% 100,385,707

FIGURE 2: 2026 COMPONENTS OF PREMIUM (PROJECTED)

AFTER-TAX PROJECTED

MEDICAL ADMINISTRATIVE TAXES PROFIT/ PREMIUM 2026 MEMBER

PRODUCT COSTS COSTS AND FEES MARGIN (TOTAL) MONTHS
HMO 90.8% 4.2% 1.6% 3.4% 100.0% 79,150,144
PPO 85.2% 6.5% 2.7% 5.7% 100.0% 15,977,540
HDHP 88.8% 2.8% 2.4% 6.0% 100.0% 3,625,528
Other 88.7% 6.1% 1.2% 4.0% 100.0% 1,632,494
Total 89.7% 4.6% 1.8% 3.9% 100.0% 100,385,707

The data also suggest that it is rare for an issuer to offer a new product. Only four issuers newly offered an HMO
and one issuer newly offered a PPO over the past six years. The AB 731 filing does not track the introduction of
new benefit plans, only new products. For example, if a carrier introduces a new HMO product it will be reported,
but the introduction of a specific new HMO plan within an existing product would not be reported.

EXPERIENCE PERIOD COSTS

Figure 3 shows the claims distribution for the 2019—-2024 experience periods that correspond to the 2021-2026
filings, respectively. The distribution is weighted by total paid claims across all issuers that submitted complete
information. The distribution of aggregate paid claims among capitation cost, fee for service (FFS), and pharmacy
has been steady over the six years. The increase of pharmacy paid claims (net of rebates) from 12% to 13% of
the total in recent years suggests overall drug costs have trended at a higher rate than medical costs, an effect
that could be driven by unit cost trends, utilization trends, drug mix, rebates, etc. Reported experience loss ratios
have been below 90% prior to the 2024 filing (2022 experience year) and have been above 90% since then, but
trending downward in consecutive years.

3. Product options in the AB 731 large group template are health maintenance organization (HMO), preferred provider organization (PPO),
exclusive provider organization (EPO), point of service (POS), fee for service (FFS), high deductible health plan (HDHP), and other.
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Note that there is no indicator of whether each plan provides pharmacy coverage or not. Therefore, the
distribution below should be interpreted as a distribution across all plans, and not for the average medical plan
with pharmacy coverage. In addition, AB 731 reporting does not collect pharmacy rebates or gross pharmacy
costs from issuers.

FIGURE 3: CLAIMS DISTRIBUTION AND LOSS RATIOS BY EXPERIENCE YEAR

CLAIMS CATEGORY

Capitation 31% 34% 33% 34% 33% 32%
Medical - Incurred Claims 58% 54% 56% 54% 54% 55%
Pharmacy - Incurred Claims 12% 12% 12% 12% 13% 13%
Total 100% 100% 100% 100% 100% 100%
Loss Ratio 87% 86% 89% 93% 92% 91%

Please see Figure 4 for the aggregate allowed costs as a percentage of Medicare by experience year for the
2021-2026 rate filings, weighted by issuers’ allowed claims volumes for issuers that submitted complete
information. Hospital inpatient and outpatient costs as a percentage of Medicare have fallen since experience
year 2022, while professional services have increased over the last three experience years. Note that changes in
cost as a percentage of Medicare are a function of issuer utilization and unit cost as well as changes to Medicare
FFS fee schedules, geographic and facility adjustments, and other Centers for Medicare and Medicaid Services
(CMS) policies across experience years.

FIGURE 4: ALLOWED COSTS AS A PERCENTAGE OF MEDICARE BY EXPERIENCE YEAR

SERVICE CATEGORY 2019 2020 2021 2022 2023 2024
Hospital Inpatient 251% 224% 254% 254% 181% 218%
Hospital Outpatient (including ER) 291% 278% 282% 284% 276% 274%
Physician/Other Professional Services 116% 114% 133% 140% 131% 148%
Laboratory (other than inpatient) 181% 180% 176% 151% 147% 150%
Radiology (other than inpatient) 177% 164% 214% 224% 227% 237%

PROJECTED ALLOWED COSTS AND TRENDS

Figure 5 shows the reported projected 2026 allowed per member per month (PMPM) by region, weighted by total
allowed costs and enrollment across all issuers that submitted complete information. All rating areas have at least
13 issuers, based on the 2026 rate filing. Rating area A has the most, at 20 issuers. (See Appendix B for DMHC'’s
geographic region definitions.) Overall, medical costs in Northern California tend to be higher than in Southern
California, although this pattern does not hold for pharmacy costs.

Compared to other service categories, a substantial proportion of the professional service costs are capitated across
most regions, with 87% of professional services capitated statewide. Region C had by far the lowest percent of
professional costs capitated, at 58%, and the second highest reported allowed PMPM of all the regions.
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FIGURE 5: 2026 PROJECTED ALLOWED PMPM BY REGION

NORTHERN CA SOUTHERN CA

WIDE

CATEGORY

Hospital Inpatient $171.22 $169.58 $143.81 $150.71 $110.07 $123.14 $113.75 $144.62

Hospital Outpatient

(including ER) $149.99 $152.07 $154.12 $140.18 $100.57 $109.82 $109.87 $130.49

Physician/Other

Professional Services $21.54 $15.72 $84.22 $34.20 $20.71 $28.85 $31.70 $25.92
Laboratory (other than inpatient) $1.51 $0.82 $3.59 $1.47 $0.98 $1.54 $1.46 $1.41
Radiology (other than inpatient) $2.34 $1.13 $5.48 $2.32 $1.26 $2.12 $2.17 $2.07
Capitation (professional) $195.22 $203.14 $114.39 $168.86 $143.56 $164.25 $157.40 $176.10
Capitation (institutional) $6.54 $12.25 $19.35 $14.84 $25.53 $17.06 $33.58 $15.95
Capitation (other) $4.89 $33.64 $11.20 $4.16 $12.42 $7.65 $12.13 $11.19
Other $17.95 $18.97 $15.25 $17.78 $11.14 $10.37 $11.53 $14.75
Medical Subtotal $571.20 $607.32 $551.40 $534.52 $426.24 $464.81 $473.59 $522.52
Prescription Drug $71.62 $73.49 $112.88 $81.81 $78.59 $78.75 $90.10 $78.22
Total $642.82 $680.81 $664.28 $616.33 $504.83 $543.55 $563.69 $600.74
Z;ri‘rf::::;i'::t’;zsfi°"a' 90% 93% 58% 83% 87% 85% 83% 87%
Member months (millions) 29.5 12.6 1.9 5.6 7.5 221 12.9 92.3

Note. Northern versus Southern determination was made based on geography by the authors and not by the DMHC or another source. Please
see Appendix B for further details.

2 Calculated from capitation (professional) allowed costs divided by the sum of physician/other professional services and capitation (professional)
allowed costs.

See Figure 6 for the 2026 filed statewide trends by service category. Statewide trends are a claims-weighted
average across all issuers that submitted complete information.

Medical price inflation trends are mostly between 4% and 6% across all service categories, with professional
capitation trends being a high outlier at 9.6%. Note that issuers are predominantly only reporting price inflation for
professional and institutional capitation, so this difference also reflects issuers’ decisions to not separately
estimate use of service trends for capitated services. Higher pharmacy trend than medical trend (weighted
average across all medical trend categories) was reported in every region. Overall price inflation trends (medical
and pharmacy combined) were 6.5%.

Use of service trends are highest for physician and prescription drug, followed by facility and capitation.
Prescription drug trends have been consistently increasing from 2021 to 2026. It is not uncommon for an issuer
to report negative trends. Overall, the 2026 use of service trend was 1.4%.
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The price inflation trend is 6.5% for 2026, the highest in the past six years. Fees and risk trends are 0.4% in
2026. In prior years, reported trends attributed to fees and risk have been 0%. Though not reported explicitly in

AB 731 filings, this results in an overall trend of 8.3%.

FIGURE 6: 2026 STATEWIDE ALLOWED TRENDS

USE OF
SERVICE CATEGORY SERVICES
Hospital Inpatient 0.8%
Hospital Outpatient (including ER) 1.3%
Physician/Other Professional Services 4.8%
Laboratory (other than inpatient) 4.3%
Radiology (other than inpatient) 4.0%
Capitation (professional) 0.0%
Capitation (institutional) 0.0%
Capitation (other) 0.1%
Other 1.0%
Medical Subtotal 0.8%
Prescription Drug 4.8%
Total 1.4%

Conclusion

PRICE
INFLATION

4.5%
4.4%
4.4%
5.2%
5.4%
9.6%
6.4%
5.7%
5.8%
6.3%
7.8%
6.5%

FEES
AND RISK

0.4%
0.4%
0.1%
0.0%
0.0%
0.4%
0.1%
0.0%
0.3%
0.4%
0.3%
0.4%

TOTAL

5.7%
6.2%
9.5%
9.9%
9.7%
10.0%
6.6%
5.8%
7.3%
7.6%
13.4%
8.3%

AB 731 has significantly enhanced transparency and accountability within the California large group health
insurance market. The data analysis presented in this paper, covering the first six years of AB 731 filings, provides

valuable insights into this market.

Allowed costs as a percentage of Medicare decreased over the last three years for hospital inpatient and outpatient
services, which constitute the majority of claims. The average filed premium rate change for 2026 is higher than the
rate change filed for 2025, as experience period loss ratios continue to stay in the low 90% range. Pharmacy claims
have shown a slight increase in their share of total claims over the past six years. The report also highlights regional
variations in allowed costs, with medical costs in Northern California remaining higher than those in Southern
California. Finally, the report summarizes 2026 filed trend levels, which indicate a continued upward trajectory in

price inflation.

The values presented in this report are kept at a high level. Contact the authors or your Milliman consultant if more

detail is needed for any of the values.
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APPENDIX A

ISSUERS INCLUDED

CY 2024

MEMBER
CARRIER 2021 2022 2023 2024 2025 2026 MONTHS
Aetna Health of California, Inc. X X X X X X 2,044,832
Aetna Life Insurance Company X X X X X X 3,220,455
Alameda Alliance for Health X X X X X X 68,150
Anthem Blue Cross X X X X X X 9,664,394
f:lr;Trzr:cBelgir(r:l;isyLlfe and Health X X X X X X 421,490
g;::&rzlfacr;?%::-ﬂ;nas Service dba Blue X X X X X X 4735087
Chinese Community Health Plan X X X X X X 26,216
Cigna Health & Life Insurance Company® X X X X X 2,615,745
Cigna HealthCare of California, Inc. X X X X X X 1,161,158
Community Care Health Plan X X X X X X 155,523
Contra Costa Health Plan X X X X X X 51,167
S::Ir:;ypc;;:anta Clara dba Valley X X X X X X 318,659
Health Net Life Insurance Company X X X 0
Health Net of California, Inc. X X X X X X 3,183,754
Kaiser Foundation Health Plan, Inc. X X X X 62,538,655
Kaiser Permanente Insurance Company X X X X X X 41,434
tg:a/-l\ ll]r;i;ila:;vgol-:ﬁ‘atth Authority for X X X X X X 590,120
MemorialCare Select Health Plan X X X X 0
National Health Insurance Company X 0
:fip:);zrli.:;e Insurance Company X X X X X X 201,189
San Francisco Health Authority X X X X X X 133,997
Managed Medical Care Commission x x x x x x 7478
Scripps Health Plan Services, Inc. X X X X X X 212,110
Sharp Health Plan X X X X X X 748,216
Sutter Health Plus X X X X X X 954,089
United Healthcare of California X X X X X X 2,233,580
g:liit:)drlr-:;althcare Benefits Plan of X X X X X X 2,610,625
UnitedHealthcare Insurance Company X X X X X X 4,727
Ventura County Health Care Plan X X X X X X 30,100
Western Health Advantage X X X X X X 931,043

2Filed as Blue Shield of California Life & Health Insurance Company prior to 2025.
bCigna Health and Life Insurance Company did provide coverage in 2024 but no public AB 731 filing was available.
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APPENDIX B

GEOGRAPHIC REGION DEFINITION

NORTHERN CA VS. ACA RATING AREA
SOUTHERN CA LARGE GROUP AREA (FOR REFERENCE) COUNTY NAME

North A 2 Marin

Napa

Solano
Sonoma

San Francisco
Contra Costa
Alameda

Santa Clara

0 N oo Oa b

San Mateo

B 1 Alpine
Amador
Butte
Calaveras
Colusa
Del Norte
Glenn
Humboldt
Lake
Lassen
Mendocino
Modoc
Nevada
Plumas
Shasta
Sierra
Siskiyou
Sutter
Tehama
Trinity
Tuolumne
Yuba

3 El Dorado

Placer
Sacramento
Yolo

C 9 Monterey
San Benito
Santa Cruz

12 San Luis Obispo
Santa Barbara

Ventura
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NORTHERN CA VS. ACA RATING AREA
SOUTHERN CA LARGE GROUP AREA (FOR REFERENCE)
D 10
11
14
South E 13
17
F 15 and 16
G 18
19
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COUNTY NAME
Mariposa
Merced

San Joaquin
Stanislaus
Tulare

Fresno

Kings

Madera

Kern

Imperial

Inyo

Mono

Riverside

San Bernardino
Los Angeles
Orange

San Diego
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